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Summary 

Omnibus U.S. farm legislation — referred to as the farm bill — is renewed about every five years. 
Farm income and commodity price support programs have been a part of U.S. farm bills since the 
1930s. Each successive farm bill usually involves some modification or replacement of existing 
farm programs. A key question likely to be asked of every new farm proposal or program is how 
it will affect U.S. commitments under the World Trade Organization’s (WTO’s) Agreement on 
Agriculture (AoA) and its Agreement on Subsidies and Countervailing Measures (SCM). 

The United States currently is committed, under the AoA, to spend no more than $19.1 billion 
annually on those domestic farm support programs most likely to distort trade — referred to as 
amber box programs and measured by the aggregate measure of support (AMS). The AoA spells 
out the rules for countries to determine whether their policies — for any given year — are 
potentially trade-distorting, and how to calculate the costs. 

An additional consideration for WTO compliance — the SCM rules governing adverse market 
effects resulting from a farm program — comes into play when a domestic farm policy effect spills 
over into international markets. The SCM details rules for determining when a subsidy is 
“prohibited” (e.g., certain export- and import-substitution subsidies) and when it is “actionable” 
(e.g., certain domestic support policies that incentivize overproduction and result in significant 
market distortion — whether as lower market prices or altered trade patterns). Because the United 
States is a major producer, consumer, exporter, and/or importer of most major agricultural 
commodities, the SCM is relevant for most major U.S. agricultural products. As a result, if a 
particular U.S. farm program is deemed to result in market distortion that adversely affects other 
WTO members — even if it is within agreed-upon AoA spending limits — then that program may 
be subject to challenge under the WTO dispute settlement procedures. 

Designing farm programs that comply with WTO rules can avoid potential trade disputes. Based 
on AoA and SCM rules, U.S. domestic agricultural support can be evaluated against five specific 
successive questions to determine how it is classified under the WTO rules, whether total support 
is within WTO limits, and whether a specific program fully complies with WTO rules. 

1 . Can a program’s support outlays be excluded from the AMS total by being placed 
in the green box of minimally distorting programs? 

2. Can a program’s support outlays be excluded from the AMS total by being placed 
in the blue box of production-limiting programs? 

3. If amber, will support be less than 5% of production value (either product- 
specific or non-product-specific) thus qualifying for the de minimis exclusion? 

4. Does the total, remaining annual AMS exceed the $19.1 billion amber box limit? 

5. Even if a program is found to be fully compliant with the AoA rules and limits, 
does its support result in price or trade distortion in international markets? If so, 
then it may be subject to challenge under SCM rules. 
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Introduction 

Omnibus U.S. farm legislation — referred to as the farm bill — is renewed about every five years. 
Farm income and commodity price support programs have been a part of U.S. farm legislation 
since the 1930s. 1 Each successive farm bill usually involves some modification or replacement of 
existing farm programs. 

The 2008 farm bill (P.L. 110-246), as extended, covered U.S. agricultural production for the 2008 
through 2013 crop years. The current omnibus farm bill, the Agricultural Act of 2014 (P.L. 113- 
79; the 2014 farm bill), which was signed into law on February 7, 2014, made several substantial 
changes to the previous farm safety net of the 2008 farm bill. 2 The new farm programs became 
operational for the current 2014 crop year. Most of the 2014 farm bill agricultural provisions will 
not expire until September 30, 2018, or with the 2018 crop year. Ultimately the current farm bill 
will either be replaced with new legislation, temporarily extended, or allowed to lapse and be 
replaced with “permanent law” — a set of essentially mothballed provisions for the farm 
commodity programs that date from the 1930s and 1940s. 

The most recent U.S. notification to the WTO of domestic support outlays is for the 2011 crop 
year, which was governed by farm programs of the 2008 farm bill. 

WTO Commitments May Influence U.S. Farm 
Policy Choices 

A potential major constraint affecting U.S. agricultural policy choices is the set of commitments 
made as part of membership in the World Trade Organization (WTO) 3 , with its various 
agreements governing agriculture and trade, including dispute settlement. 4 With respect to 
disciplines governing domestic agricultural support, two WTO agreements are paramount — the 
Agreement on Agriculture (AoA) 5 and the Agreement on Subsidies and Countervailing Measures 
(SCM). 6 

In general, domestic policies or programs found to be in violation of WTO rules may be subject 
to challenge by another WTO member under the WTO dispute settlement process. If a WTO 
challenge occurs and is successful, the WTO remedy likely would imply the elimination, 
alteration, or amendment by Congress of the program in question to bring it into compliance. 
Since most governing provisions over U.S. farm programs are statutory, new legislation could be 



1 See CRS Report R43448, Farm Commodity Provisions in the 2014 Farm Bill (P.L. 113-79). 

2 CRS Report R43076, The 2014 Farm Bill (P.L. 113-79): Summary and Side-by-Side 

3 The WTO a global rules-based, member-driven organization dealing with the rules of trade between nations. As of 
June 26, 2014, the WTO included 160 members. See also CRS Report IF00028, The World Trade Organization at 20 
(In Focus), by Ian F. Fergusson. 

4 For a complete list of WTO agreements and their text, see The Legal Texts, WTO, Cambridge University Press, 
©World Trade Organization 1999; hereinafter referred to as WTO Legal Texts 

5 See CRS Report RL329 1 6 , Agriculture in the WTO: Policy Commitments Made Under the Agreement on Agriculture. 

6 See CRS Report RS22522, Potential Challenges to U.S. Farm Subsidies in the WTO: A Brief Overview. 
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required to implement even minor changes to achieve compliance. 7 As a result, designing farm 
programs that comply with WTO rules can avoid potential trade disputes. 

This report provides a brief overview of the WTO commitments most relevant for U.S. domestic 
farm policy. A key question that policy makers ask of virtually every new farm proposal is, how 
will it affect U.S. commitments under the WTO? The answer depends not only on cost, but also 
on the proposal’s design and objectives, as described below. 



Agreement on Agriculture (AoA) 

Under the AoA, WTO member countries agreed to general rules regarding disciplines on 
domestic subsidies (as well as on export subsidies and market access). The AoA’s goal was to 
provide a framework for the leading members of the WTO to make changes in their domestic 
farm policies to facilitate more open trade. 

The WTO’s AoA categorizes and restricts agricultural domestic support programs according to 
their potential to distort commercial markets. Whenever a program payment influences a 
producer’s behavior it has the potential to distort markets (i.e., to alter the supply of a 
commodity) from the equilibrium that would otherwise exist in the absence of the program’s 
influence. Those outlays that have the greatest potential to distort agricultural markets — referred 
to as amber box subsidies — are subject to spending limits. 8 In contrast, more benign outlays (i.e., 
which cause less market distortion) are exempted from spending limits under green box, blue box, 
de minimis, or special and differential treatment exemptions. 9 

The AoA contains detailed rules and procedures to guide countries in determining how to classify 
its programs in terms of which are most likely to distort production and trade; in calculating their 
annual cost, measured by the Aggregate Measure of Support (AMS) index; and in reporting the 
total cost to the WTO. Specifically, the WTO uses a traffic light analogy to group programs. 

• Green Box programs are minimally or non-trade distorting and not subject to any 
spending limits. 

• Blue Box programs are described as production-limiting. They have payments 
that are based on either a fixed area or yield, or a fixed number of livestock, and 
are made on less than 85% of base production. As such, blue box programs are 
also not subject to any payment limits. 

• Amber Box programs are the most market-distorting programs and are subject to 
a strict aggregate, annual spending limit. The United States is subject to a 
spending limit of $ 1 9. 1 billion in amber box outlays subject to certain de minimis 
exclusions. 10 



7 For example, see CRS Report RL32571, Brazil’s WTO Case Against the U.S. Cotton Program. 

8 These spending and subsidy commitments are detailed in each Member’s country schedule. For more information, see 
CRS Report RL32916, Agriculture in the WTO: Policy Commitments Made Under the Agreement on Agriculture. 

9 WTO special and differential treatment exemptions are reserved for “developing” countries and are thus not relevant 
for evaluating U.S. domestic farm policy. 

10 Non-commodity-specific support that is below 5% of the value of total agricultural production is deemed sufficiently 
benign that it does not have to be included in the amber box. Similarly, commodity-specific support that is below 5% of 
that specific commodity’s value of production is deemed sufficiently benign that it does not have to be included in the 
(continued...) 
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